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NOTICES OF PROPOSED RULEMAKING

Uniess exempted by AR.S. § 41-1005, each agency shall begin the rulemaking process by 1st submitting to the Secretary of
State’s Office a Notice of Rulemaking Docket Opening followed by a Notice of Proposed Rulemaking that contains the pream-
bie and the fuil text of the rules. The Secretary of State’s Office publishes each Notice in the next available issue of the Register
according to the schedule of deadlines for Register publication.

Under the Administrative Procedure Act (ALR.S. § 41-1001 et seq.), an agency must allow at least 30 days to elapse after the
publication of the Notice of Proposed Rulemaking in the Register before beginning any proceedings for adoption, amendment,
or repeal of any rule. AR.S, §§ 41-1013 and 41-1022.

NOTICE OF PROPOSED RULEMAKING
TITLE 2. ADMINISTRATION

CHAPTER 12. OFFICE OF THE SECRETARY OF STATE

PREAMBLE
1. Sections Affected Rulemaking Action

Article 1 Repeal
R2-12-101 Repeal
R2-12-102 Repeal ,
R2-12-103 Repeal !
R2-12-104 Repeal i
R2-12-103 ‘ Repeal i
R2-12-106 Repeai
R2-12-107 Repeal
R2-12-108 Repeal
R2-12-109 Repeal
R2-12-110 Repeal
Article 2 - Repeal |
R2-12-201 Repeal . |
R2-12.202 Repeal i
R2-12-203 Repeal
R2-12.204 Repeal
R2-12-203 Repeal
Article 3 Repeal
R2-12-301 Repeal
R2-12-302 Repeal
R2-12-303 Repeal
Article 4 Repeal
R2-12-401 Repeal

2. The specific authority for the rulemaking, including both the authorizing statute and the statutes the rules are implementing: \[
Authorizing statute: A.R.S. § 41-1003

Impiementing statutes: AR.S. §§ 41-1239(A)X(1), 16-112(B), 44-1281, and 44-6539,

3. The name and address of agency personnel with whom persons may communicate regarding the rulemaking: I
Name Jessica Funkhouser (Articles 1 and 2)

Elaine LeTarte (Articles 1 and 2)
Lynda Reithmann (Articles 3 and 4)

Address: Office of the Secretary of State
1700 West Washington, 7th Floor
Phoenix, Arizona 85007

Telephone: (602) 542-4285

Fax: (602) 542-6172

Volume 4, Issue #3 Pape 176 ‘ January 16, 1998




Arizona Administrative Register

Notices of Proposed Rulemaking

4. An explanation of the rule, inclnding the agency’s reasons for initiating the rule:
Article 1 is repealed in its entirety, as statutory changes have made the rules and forms obsolete. Article 2 is repealed in its
entirety, as the National Voters Registration Act has made the rules and forms obsalete, Articles 3 and 4 are repealed, as the
rules are repetitive of statute and the forms are obsolete.
5, A showing of good cause why the rule is necessary to promote statewide interest if the rule will diminish a previous grant of
authority of a political subdivision of this state:
Not applicable.
6. The preliminary summary of the economic, small business, and consumer fmpact:
There will be no economic impact on small business or consumers.
7. The name and address of agency persounel with whom persons may communicate regarding the accuracy of the economie,
small business. and consumer impact statement:
Name Jessica Funkhouser (Articles 1 and 2)
Elaine LeTarte (Articles 1 and 2)
Lynda Reithmann (Articles 3 and 4)
Address: Office of the Secretary of State
1700 West Washington, 7th Floor
Phoenix, Arizona 85007
Telephone: (602} 542-4285
Fax: (602) 542-6172
8. Thetime, place. and nature of the proceedings for the adoption, amendment or repeal of the rule or, if no proceeding, where,
when, and how persons may request an oral proceeding on the proposed rule:
The Secretary of State has not scheduled oral proceedings on this rule repeal action. Such proceedings will be scheduled if 5 for
more people request them by sending a written request to Elaine LeTarte before 5 p.m., Wednesday, February 18, 1998, the date
scheduled for the close of record.
9. Any other matters prescribed by the statute that are applicable to the specific agency or to any specific rule or class of rules:
Not applicable.
10. Incorperations by reference and their location in the rules:
Not applicable,
11. The full text of the rutes as follows:
TITLE 2. ADMINISTRATION
CHAPTER 12. OFFICE OF THE SECRETARY OF STATE
ARTICLE 1, REGISTRATION AND REGUEATION-OF- ARTICLE 3, REGISTRATHION-OF-FELEMARKETING-
LOBBYISTS REPEALED SELLERS REPEALED
Section Section
R2-12-101. Definitiens Repealed R2-12-301.  Registration Repealed
R2-12-102.  Registration Repealed R2-12-302,  Fees Repealed
R2-12-103. Quasterly-repest Repealed R2-12-303.  Filing Repealed
R2-12-104.  Asnuel-expenditure-report Repealed ARTICLE 4. CBARIFABLE-ORGANIZATFION-
R2-12-105.  Menthly-expenditure-veport Repealed REGISTRATION REPEALED
R2-12-106. Identificationtist-for-firms Repealed Sect
R2-12-107.  Leobbyists-register Repealed chion o
R2-12-108. Revoeation-ofregistration Repealed R2-12-401.  Registration Repealed
R2-12-109. Riling Repealed ARTICLE 1. RECISTRATIONAND-RECCEATION-OF-
R2-12-110. Availability-efferms Repealed LOBBYISTS REPEALED
ARTICLE 2. VOTER-REGCISTRATION-AF-TIVE-QF- R2-12-101.  Befinitions Repealed
APPEYING FOR-DRIVERSIICENSE REPEALED Ar

Section _
R2-12-201. Neterrepistrotionnffidevit-form Repealed
R2-12-202. AppointmentofdriversHeense-examiness

R2-12-203. Coempleted-voterregistrationaffidavits Repealed
R2-12-204. List-efvalid-Arizena-drivers-Heenses Repealed

R2-12-205. Vetrg-information-and-qualifications Repealed

Repealed B

Janmary 16, 1998 Page 177 ‘ Volume 4, Issue #3



Arizona Administrative Register

Notices of Proposed Rulemaking

Revoention-of registrati

eOt-E8

Repealed

T i’y

Volume 4, Issue #3 Page 178 ‘ January 16, 1998




Arizona Administrative Register
Notices of Proposed Rulemaking

ARLZONA
EOBBMISTREGISTRATION FORM

I i it RS- Section-41-1232¢A); . - .
= NAMEQFPRINCIPAL

Z BUSHNESS-ABPRESS-OF PRINCIPAL

% DURATION-OFENGAGEMENT-OFANY-LOBBYIST FROM TO
. FROM IO

Formb385—Seerctory-of State

January 16, 1998 Page 179 ‘ Volume 4, Issue #3



Arizona Administrative Register
Notices of Proposed Rulemaking

January 16, 1998

Volume 4, [ssue #3 Page 180



Arizona Administrative Register
Notices of Proposed Rulemaking

é

o
- I

g

Gounty-of } 58

FPormbr3-1/85~Beeretary-of State
January 16, 1998 Page 181 ‘ Volume 4, Issue #3




Arizona Administrative Register
Notices of Proposed Rulemaking

e
4
= %

State-of 3

O annte of
\JVL"III.J Ay '3

FomaL-4-185~Secrotory-of-State
Volume 4, Issue #3 Page 182 ‘ January 16, 1958




Arizona Administrative Register
Notices of Proposed Rulemaking

ARTLZONA
REVOCATION-OFLOBBYING
REGISTRATION

_1_ AMAME O RRINOIRAT
g TR TN T T

_S_tafn of. Y
RO 7

January 16, 1998 Page 183 Volume 4, Issue #3




Arizona Administrative Register

Notices of Proposed Rulemaking

ARIECHA
REVOCATION-DE-LORBYING

ENGAGEMENT
EOBBYISTONEY

+ YisT

Z ADDRESS-OFLOBRWIST

{Street-Address)
(City) State) 2in) (Business-Phone)

F MNAME-CFPRINCIPAL-ENGAGING-LORBYIST

4_ RLSINEQO ATYOINDTCO AT BIRTAMOIDAL
g oy ESTE = v v e

ANy TRy

Volume 4, Issue #3 Page 184

January 16, 1998




Arizona Administrative Register
Notices of Proposed Rulemaking

aH-infornation COLINTY I
. COLNTY o Office Lise-Ont

L s I
i F /
Last Name First Middle JetSelt
i ! y) ] J ]
+ 4 i i /
Direetion{EWAES) Streatiame Fype{St-Pr-fovpater ApterSprier B Bity Ty Code
Laalids i m ek Y ry 3 1 . daci 03 A i A ib 3.1 £ . 4 Aed LY
post ity-or-town-zip-sede-oretherdesip nsed-for g-aaih: dogsoribe-exach £ srdiagram-provided-onreverreside?

January 16, 1998 Page 183 Volume 4, Issue #3




Arizona Administrative Register
Notices of Proposed Rulemaking

West
FRANSIERRED-TO-NEW-ABDRESS
Bate HeuseNor Name-ofStreetAvenuerEle. City-or-Towa MNEW PRECINGT OfficeCode
VOTING-RECORD ——— BATE-REINSTATED
Hear 1584 1986 1988 1594 1902 1085 1087 1588 1904 1903
N RAL-
ELEGTION
VAR
DRIVERSLICENSE
Volume 4, Issue #3 Page 186 ‘ January 16, 1998



Arizona Administrative Register

Notices of Proposed Rulemaking

3—Eopyr-Receipt-front)
STATE-OEARIZONA
KEER RS- COPY - OUR-PROGF-OE-REGISTRATION-CARE W FHISIS-NOT -4 CERTIICATE OF REGIFTRATION
BT EAMNBEFSED-FO-VOTEA-QUESTHONER-
BALLOT BI-YOUR-BRECINET OF-REGISTRAHONIF
FAEYOUR COUNTERECORBER e COUNTY YOURMAMEIS NOT-ON THE PRECRICT-REGISTER-
Full Mame
{CIRGLEE- M Mis:
———ONE} M. Miss a + :
bast-Name Fivst Middis IetSrH
Residense
I 7 ’; '1 'r L
.| Meiling-Address
$Pifferent
ad 4 i il 1eapog t 1 £oragid ord provided-on-roverse-sides)

January 16, 1998 Page 187 ‘ Volume 4, [ssue #3



Arizona Administrative Register

Notices of Proposed Rulemaking

Volume 4, Issue #3 Page 188 ‘ Janvary 16, 1998




Arizona Administrative Register
Notices of Proposed Rulemaking

Vetinginformation-and-gualifieations Repealed
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NOTICE OF PROPOSED RULEMAKING

TITLE 2. ADMINISTRATION

CHAPTER 18. GOVERNMENT INFORMATION TECHNOLOGY AGENCY

PREAMBLE
Sections Affected Rulemaking Action
R2-18-101 New Section
R2-18-201 New Section
R2-18-301 New Section
R2-18-401 New Section

The_specific authority for the rulemaking, including hoth the authorizing statute (seneral} and the statutes the rules are

implementing (specific):

Authorizing statute: A.R.S. § 41-3504(A)(12)
Implementing statute: A.R.S. §§ 41-2513 and 41-3504.

The name and address of agency personnel with whom persons may communicate regarding the rolemaking:

Narme: John McDowell, Deputy Director,

or
Allan J. LaRue, Planning Analyst

Address: Government Information Technology Agency
1162 West Adams Street
Phoenix, Arizona 85007

Telephone: (602) 340-8538

Fax: {602) 340-9044

An explanation of the rule, including the agency’s reasons for initiating the role:

These rules relate to a notice of rulemaking docket opening that was published at 3 A AR 1932, July 18, 1997, and are
required to clarify the statutes, uniformly define terms, and apply the statutes establishing GITA.

R2-18-101. Definitions. This rule contains definitions for terms that are used in AR.S. Title 41, Chapter 32 and in 2 A.A.C. 18,

R2-18-201. Information Technology Project and Investment Justification and Monitoring. This rule defines the requirements
for IT projects and investments that are subject to GITA review and approval. It also describes project review and
monitoring.

R2-18-301. Information Technology Planning, This rule describes budget unit IT plan submittal and review by GITA.

R2-18-401. Appeals. This rule provides for an appeal of a GITA decision to disapprove a budget unit IT plan or project to
ITAC.

A showing of good cause whv the rule is necessary fo promaote a statewide interest if the rule will diminish a_previous grant of
authority of a political subdivision_of this state.

Not applicable.

The preliminary summary of economic, small business, and consumer impact:

The Government Information Technelogy Agency did not exist before July 1, 1997. The rules are intended to help ensure
quality and consistency in the application of rapidly changing information technology concepts and available facil-
itles.

Estimated Costs and Benefits to the Arizona Government Information Technology Agency and affected budget units.

This rulemaking facilitates the implementation of the statites which authorize GITA. There is no economic impact to GITA.

The budget units benefit from developing IT plans that support the statewide infrastructure direction and the budget unit busi-
ness and financial planning efforts, and from analyzing and preparing effective project plans with adequate risk assessment. The
beneficial results should be more successful 1T projects and 2 more cohesive state network of IT facilities, An incremental cost
to a budget unit would result where a budget unit, which previously performed inadequate IT planning and incomplete IT
project preparation and management, now is required to prepare IT planning and project justification documents for GITA
review and approval. Impacts to budget units, that could be perceived as a cost, include:

1. The possible delay of an IT project because of the iterative preparation of I'T plans and IT project and investment justifica-
tions to achieve GITA approval, and

Volume 4, Issue #3 Page 202 ‘ January 16, 1998




Arizona Administrative Register
Notices of Proposed Rulemaking

2. The possible “temporary suspension of the expenditure of monies” for projects because of risk of failure or observed noncom-
pliance with GITA’s statutes,

Estimated Costs and Benefits to Political Subdivisions.

Political subdivisions of the state of Arizona are not directly affected by the implementation and enforcement of this rule-
making, except to the extent that statewide policies, standards, and procedures will assist them in designing IT
projects with the best potential for collaborative interface with Arizona State Government.

Businesses Diractly Affected by this Rulemaking.

This rulemaking does not directly affect businesses, except to the extent that statewide policies, standards and procedures will
assist them in designing IT projects with the best potential for collaborative interface with Arizona State Government.

Estimated costs and Benefits to Private and Public Employment.
Public and private employment are not directly affected by the implementation and enforcement of this rulemaking,
Estimated Costs and Benefits to Consumers and the Public,

Consumers and the public are not directly affected by the implementation and enforcement of this rulemaking. However,
GITA has been given the responsibility to approve and monitor state Information Technology investments to
ensure that risks are minimized and benefits are maximized. Benefits could include the long term development of
systems which will simplify and expand the ability of citizens to access public information or conduct transactions
with government using Information Technology.

Estimated Costs and Benefits to State Revenues.
State revenues are not directly affected by the implementation and enforcement of this rulemaking.

The name and address of agency personnel with whom persens may communicate regarding the acenracy of the economic,
small business, and consumer impact statement:

Name: Allan LaRue

Address: Government Information Technology Agency
1102 West Adams
Phoenix, Arizona 85007

Telephone: (602) 340-8538, Ext. 222

Fax: (602} 340-9044

‘T'he time, place, and nature of the proceedings for the adoption, amendment. or repeal of the rules or, if no proceeding is
scheduled. where, when, and how persons may request an oral proceeding on the proposed rule:
Date: February 19, 1998

Time: 9am.

Location: GITA Conference Room
1102 West Adams
Phoenix, Arizona 83007

9. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:
None.

10. Incorporations by reference and their location in the rule:
None,

11. The full text of the rules follows:

TITLE 2. ADMINISTRATION
CHAPTER 18. GOVERNMENT INFORMATION TECHNOLOGY AGENCY
ARTICLE 1. GENERAL PROVISIONS ARTICLE 3. INFORMATION TECHNOLOGY PLANNING
R2-18-101.  Definitions R2-18-301. 1T Planning
ARTICLE 2. IT PROJECTS AND INVESTMENTS ARTICLE 4. APPEALS OF GITA DECISIONS

R2-18-201. Information Techrnology Project and Investment R2-18-401. Appeals
Justification and Monitoring
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ARTICLE 1. GENERAL PROVISTONS

R2-18-101. Definitions,

Unless the context requires otherwise, the following definitions
shall govern: :

I

[

g

jor

[

jeo

po

....,_
g~

=

-
L

develop and implement a new or enhanced IT system
over a prescribed period of time. A,
-IT” means information technology.

SITAC” means Information Technology Authorization
Committee,

“Major _information technology project” as used in
ARS. Title 41, Chapter 32, means an IT proiect that

GITA or ITAC has determined warrants special moni-

toring _because of issmes such as anticinated level of
expenses. and effect on entities outside of the budget

unit,

15. “PII” means project and investment justification docy-

ment,

16, “Priority caterory.” as used in AR.S. Title 41, Chapter

32, means a grouping of GITA-approved IT projects by
criteriz such as project size, project scope. or risk of suc-
cess, as determined by GITA,

&

17. “Project and investment justification template” means 2

Volume 4, Issue #3

standard document, contained in the PSP, used by a bud-
get unit to describe an IT project.

18. “Project status report” means a standard project status

reporting document, as defined in the PSP Program, that
is used by 2 budget unit to report proeress on critical or
major IT projects,

Page 204

19. “PSP Propram” means the Policy, Standards gnd Proce-
dures Program, which is developed and maintained by

GITA, for various_information _technology topics,
including;

. ) a.  IT Planning guidelines,

“Aggt' eal;_ m;an]s a wzttttz; r?ﬁ‘if*‘t ﬁc]:ed w:%u the}}IEaAfgr- b.  Projectand investment justificstion and monitoring
mation Technology Authorization Committee (ITAC) criteria.
hy_a.budget vnit challenging a_decision by the Goverm- ¢ Pl review criteria.
ment Information Technology Agency (GITA) to reject ‘E}“ Current P1J document template
the hudget unit’s proposed IT plan or nroject, ‘; TT standard < for state buds Iet ur;iz s
“Approved agency proigets.” as used in AR.S, Title 41, ‘1‘;’ WMWT
Chapter 32. means budget unit IT projects that are e ———_“'E';“’“‘————“g‘m
approved by GITA. 20. uali surance lan, . used in A.R_.S. Title 41 pha ter
C‘DH“—‘“—‘X‘_""""‘B“ deet Unit IT Plan.” as used in A.R.S. Title 41 Chap- 32, means a writing that identifies the criteria and activities a
tmwr 39 means a budpet unit’s blan f;ﬁ bu éin information budget unit uses to ensure that the expectations of fimetional-
mm*“—*““g-—*—p'*m—g——————techmlo durine the planning period to support the ity, budeet, and schedule are achieved as the budeet unit’s IT
seanoioey curing, the planiing period. o, support the \an is implemented
budget ’s and state’s stratezic plans, i d ?"m“;"g‘——**-— : .
w];fh :ta!tj: It]:ni?n t?aiésafds ii tlife Eigr; P:_n a;.;c;zr ance 21, “Reject.” asused in AR.S Title 41 Chanter 32 means “dis-
“CEO” means chief executive officer (for examnple approve.”
agency direstor or commatacion Shalieei -SRI ) Standands” as used in AR.S, Title 41, Chapter 32 means the
“Critical information technolo roiect” as used in Bolicy, Standards and Procedures Program developed and
Seritical meormation technology, project.” as used 1n v s
AR.S. Title 41, Chapter 32, means an IT project that --——-—-——~Y————-f?amta"_’ed b GIT‘A;‘ . .
GITA or ITAC has determined warrants special moni- 23. IStatewide IT Plan,” as used in AR.S, Title 41, Chapter 32,
toring and more. in-depth justification because it is mis- means an information technology plan for the state, which is
sion-critical to 2 budget unit or the state, or it has high published annually by GITA, in accordence with the plan-
technical expertise requirements ning policy and progedures in the PSP Program.
“Development costs” means the sum of IT project start. 24, *Temporarily suspend the expenditure of monies” as used in
up costs, as defined in the PSP Program. ARS8, Title 41, Chapter 32 means an order from GITA to a
“Disapprove” means the status eiven to a budeet unit IT budget unit mandating that the budget unit shall immediately
plan or PII, which GITA or ITAC has determined to nei- cease all expenditures and activities for a specific IT proiect
ther approve nor conditionally annrove until GITA has determined that project alternatives have heen
IRET APProve nor conQItionaily approve.
“GITA” means Govemnment Information Technology gvaluated. ) )
Agency. 25, ZTotal costs.” as used in A.R.ﬁv. Tlt}e 41, Chapter 32, means
“Incomplete IT plan or PII” means an IT nlan or PI that development costs” as used in this rule and the PSP Pro-
is missing required spprovals, information or sections. gram. . )
as determined by GITA. 26, “Total project costs,” as used in A.R.S. Title 41, Chapter 32
“Information_technology plan® (IT Plan), as used in means “development costs” as wsed in this rule and the PSP
AR.S. Title 41, Chapter 32, means either 2 budget unit Erogram,
IT plan or statewide IT plan. ARTICLE 2. IT PROJECTS AND INVESTMENTS

1L MT project” as used in AR.S. Title 41, Chapter 32,
means a series of activities. events, and investmentsto  R2-18-201. Information Technslooy Project and Invest-

ment Justification and Monitoring

If an IT project requires GITA approval, pursuant to AR.S.
Title 41, Chapter 23 and Chapter 32, a budget unit shall not
spend or commit funds on the project and shall not enter into
any contract or vendor agreement until the budget unit has
received written GITA approval for the IT project.

1. Using instructions from the PSP Program and the cur-
rent FIJ template, a budget unit shall prepare a P
deseribing the budget unit’s selected IT proiect.

A budget vnit shall submit a prepared PIJ, which is con-
sistent with the approved budget unit IT plan, to GITA
for review. If the FIJ is incomplete, GITA shall identify
deficiencies and return the PII to the budget unit for
completion and resubmission,

GITA shall process a completed PIY and spprove, condi-
tionally approve, or disapprove the proposed 1T project,
and shall notify the budget unit CEQ and others, as
appropriate.

a If GITA conditionally approves the IT project

GITA shall identify the conditions that the budget
upit must meet for fill approval, The budget unit
may begin the IT project: and GITA shall monitor
the project, in accordance with paragraph C. until
the identified conditions have been met.
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b. IfGITA disapproves the IT project the budget unit
shall not begin the IT project and shall not enter
into any related contract or vendor agreement.

4, The budget unit may appeal a GITA decision to disap-
prove an IT project in accordance with Article 4 of this
Chapter and all ITAC requirements.

If an IT proiect has a projected development cost of more

than $1 million, GITA shall. as staff to ITAC, process the

completed PIY in accordance with criteria in_the PSP Pro-

gram, and make recommendations regarding the proposed IT

project o ITAC.

IT project monitoring GITA shall determine if an IT project

is eritical or major. For critical or major IT projects, GITA

shall monitor proiject progress through periodic project status

regorts, as defiped in the PSP Program, required from the

responsible budget unit.

If GITA or ITAC determines that the IT project is at risk of

failing to achieve its intended results or does not comply with

A. R, S Title 41 Chapter 32, GITA shall either, as appropri-

ate:

1. Temporarly suspend the expenditure of monies for the
IT project, of

2. Recommend to ITAC that ITAC temporarily suspend
the expenditure of monies for the IT project.

ARTICLE 3. INFORMATION TECHNOLOGY
PLANNIN

R2-18-301. IT Planning

A, Using instructions from the PSP Program, a budget unit shall
develop the IT plsn and submit it to GITA. pursuant to
AR.S Title 41, Chapter 32,

Notices of Proposed Rulemaking

B. Ifthel

lan is incomplete, GITA shall idéntify deficiencies

and retum the IT plan to the budget unit for completion and
resubmission to GITA.

C. Use of 2 complete budget unit 1T plan:

1. GITA shall send written notice to the budget unit of
receipt of a complete Budget Unit 1T Plan.

2.  GITA shall review the proposed complete Budget Unit
IT Plan and either approve or disapprove the proposed
plan,

3, GOITA shall provide notice to the budget unit of GITA’s
decision to approve or disapprove the IT plan,

The budeet unit may appeal a GITA decision to disapprove a

budget unit IT plan to ITAC, in accordance with Article 4 of

this Chapter and all ITAC requirements,

Modification of an approved budpet unit IT plan;
1. A budget unit shall not modify an approved budget unit

IT plan without notifving, and receiving approval from
GITA.

2.  GITA shell review a proposed modification of 2 budget
unit IT plan. in accordance with subsections B and C,

ARTICLE 4. APPEALS OF GITA DECISIONS

R21-18-401. Appeals.

A. A budpet unit that wishes to appeal a decision by (ITA
regarding the disapproval of an IT project or a budget unit IT
plan, shall file a written appeal with ITAC within 30 days
from receipt of notice of the GITA decision being appealed.
The decision by GITA that is being appealed shall remain in
effect until ITAC considers the appeal and renders a decision.
An appealing budget unit shall not resume or initiate any
project activity or expense vntil a final decision is rendered

by ITAC.

i

[
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NOTICE OF PROPOSED RULEMAKING

TITLE 3. AGRICULTURE

CHAPTER 4. DEPARTMENT OF AGRICULTURE
PLANT SERVICES DIVISION

PREAMBLE

1. Sections Affected

Rulemaking Action

R3-4-205 Renumber
Article 5 New Article
R3-4-501 Renumber

2. The specific authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are

implementing (specific):
Authorizing statute: A.R.S. § 3-205.02

Implementing statute: AR.S. §§ 3-201.01, 3-204, 3-205, and 3-205.02
3. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:

Name: Shirley Conard, Rules Speciatist

Address: " Arizona Department of Agriculture
1688 West Adams, Room 124
Phoenix, Arizona 835007

Telephone: {602) 542-0962

Fax: {602) 542-5420
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4. Anexpianation of the rule, including the agency’s reasons for initiating the rule:

The colored cotton rule sets up the requirements for colored cotton production including the use of cotton appliances and gins;
the transportation or handling of colored cotton; the labeling, moving and delinting procedures of seed; and the establishment of
the colored cotton advisory committee.

Since the rule was promulgated in 1994, several problems have arisen concerning gin trash, plant-back restrictions, transporta-
tion contamination and the disposal of colored cottonseed and colored seed cotton.

The rule did not specifically address gin trash that, according to ginners, cannot be effectively crushed to render all seed sterile.
Subsection (C) now allows for 3 alternatives for the disposal of gin trash. In the case of colored cotton grown in Wenden and
ginned in Casa Grande, it was not economically feasible for the grower or the gin to transport all of the gin trash back to
Wenden for disposal. To correct this problem subsections (C) and (E) provide an alternative method of rendering the seed sterile
and give other options for disposal.

Subsection (C)(1)}{a) stated that colored cottonseed and fiber, cleaned from cotton equipment, is o be disposed of on the prop-
erty on which the colored cotton was grown. However, by definition, the term “cottonseed” means processed seed cotton,
Because this portion of the rule was primarily referring to cotton equipment used to harvest or transport raw cotton, the term
“seed cotton™ was added to the cleaning requirement. This subsection further requires colored cotton producers, contractors and
ginners to notify the Department at least 48 hours in advance to arrange an inspection of the cotton appliances or gins.

Subsection (C){1)(b) required all seed to be rendered sterile by crushing and the lint to be baled or bagged and marked as col-
ored cotton. As with gin trash, motes (very small particles or specks) cannot be effectively crushed to render ali seed sterile,
These methods of dealing with cottonseed, seed cotton, fiber, and gin trash has been moved to the appropriate areas in subsec-
tions (E} and (F).

The rule currently does not require cotton trailers to be tarped or module trucks to be totally enclosed. Both pose a potential
source of contamination of neighboring white cotton fields from colored cotton falling or blowing off the transports, The new
subsection (D) addresses this problem.

Subsection (F)(1) requires the producer or the contracting organization to notify the Department when they save colored cotton-
seed for propagative purposes. The current subsection (F)(1) and a portion of subsection (F)(2) is being removed because it is
not necessary for the Department to track seed being shipped out of state. Seed sold out of state will be regulated by federal
rules. Subsection (F)(2} deals with seed delinted in the state and is unnecessary.

The responsibilities of the advisory committee were clarified in subsection (G). The advisory committee’s function is to discuss
angd provide advice on colored cotton statutes and rules dealing with enforcement requirements, not on internal policies that deal
with employee procedures.

After working through the various rule changes it was suggested that, since colored cotton is not a pest, the colored cotton rule
be removed from the quarantine Article and placed elsewhere. Therefore, the rule is being renumbered and placed in the previ-
ously repealed Article 5.

5. A showing of geod cause why the rule is necessary fo promote a statewide interest if the rule will diminish 2 previous grant of
authority of a political subdivision of this state:

Not applicable.

6. The preliminary summary of the economic, small business, and consumer impact:

This rule establishes the requirements for producing colored cotton and provides strict regulations to protect the existing cotton
industry from potential colored fiber and seed contamination. Because colored cotton production in Arizona did not meet the
projected expectations stated in the original rulemaking and, in fact, no colored cotton is scheduled to be grown in 1997/1598,
the Department considered not taking any action on this rule. However, a commitment was made to set up an effective program
and much time and training has already been expended toward this program. It makes sense to fix the areas that are deficient
because colored cotton may be grown in the future,

A. The Arizona Department of Agriculture.

Regulating colored cotton is a labor intensive responsibility for the Department and 80 hours of manager time, and 400 hours of
Department time was projected in training for the 1st year of the program. Actual time administering the program from January
1996 through December 1996 was 793.5 hours and included inspector time in the field and in-house manager time,

After Department personnel were trained, they trained growers and employees how to desl with the cleaning and handling of
their appliances and gins, and in the handling of colored cotton and cottonseed. This training insured compliance and reduced
the danger of contamination.

The Department did not hire the temporary staff person proposed in the original economic impact statement as the added record-
processing for this program did not materialize. The colored cotton record-processing was handled by current staff,

The Department carried a tremendous responsibility to ensure that this program would not jeopardize Arizona’s international
white cotton status. The additional inspections such as, preplanting inspection; harvest inspection; movement of cotton at farm,
gin or both; verification of appropriate removal of lint or cottonseed at a farm or gin; and 2nd crop inspection helped with this
assurance. The Department also ensured that appliances were free from contaminating fiber and seed by conducting an inspec-
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tion of every appliance, such as planter, plow, disk, picker, rood, trailer, shredder, etc., after its use,

The Department furnished a sign for each appliance used in the production of colored cotton to indicate Department certification
of that appliance. The cost of these signs coincided with the $500 proposed cost,

The major concern of producing naturally colored cotton in Arizona is the potential for contamination of both fiber and seed.
Colored cotton fiber does not accept dyes the way white cottons do. If a few colored fibers get mixed in 2 white bale, fiaws will
appear in the dyed fabrics. The value of any contaminated white cotton bales would be discounted. Because of this concern for
contarnination, it is necessary that the Department know who are the colored cotton producers and ginners.

E. Colored Cotton Growers.

It was anticipated that during the Ist year of regulation there would be approximately 10,000 acres of colored cotton grown in
Arizona. This acreage was estimated to include 6 to 10 colored cotton growers,

GTOWINE Season Nifiber of Growers NUMBer of Acies
1975 - 1%9% 4 1,188.5
T996 - 1977 I 35
597 = 1958 [4] [\;

The above chart shows that the original forecast for the colored cotton industry in the state was inaccurate, This is, in part, due
to the concern of Arizona’s cotton grower’s over the possibility of contamination and the stringent rules that were originally
promulgated. Perhaps more significant is the fact that the colored cotton growers had a difficult time finding land that met the
growing conditions needed for cotton and also met the requirements for separation of white and colored cotton. The loss of
major contracts for the sale of colored cotton crops is certainly an issue. The economic potential offered through the production
of colored cotton in Arizona was a good and healthy reason to originaily promulgate these rules, however the economic climate
and strict growing requirements have not made it easy for the colored cotton grower.

Colored cotton production is a niche that allows growers to augment their return per unit of production, Growers producing
organically grown white cotton should also benefit due to the demand for organic fabrics blended with naturally colored cottons.

C. Gin Operators.

To protect the white cotton industry from colored cotton contamination, colored cotton gins are inspected by the Department to
ensure they are thoroughly cleaned, Inspecting these cotton gins is a huge undertaking, 1 that requires that the ginner and the
inspector examine every part of the gin to make certain that cotton lint or seed has been removed. It was thought that as the pro-
gram unfolded, gins processing colored cotton might hecome dedicated to that commodity, Because colored cotton crops did not
flourish as projected, gins did not realize the amount of business that would warrant dedicating a gin to colored cotton.

‘The ginner, however, still has to remove the colored cottonseed, seed cotton and loose lint with a high pressure spray or steam
cleaner. The expense in equipment and time is a necessary expense to stop the possibility of contamination and was borne by the
grower.

D. Consumers and the Public.

Through the sale of colored cotton, the consumer is given another choice in the clothing marketplace to purchase clothing that
is, not only free of synthetic dyes, but actually improves its color with each washing.

Beginning colored cotton sales was healthy and the trend to purchase “environmentally friendly” clothing found many buyers.

7. ‘Fhe name and address of apency personnel with whom persons mav communicate regarding the accuracy of the economic,
small business, and consumer impact statement:

Name: Shirley Conard

Address: Arizona Department of Agriculture
1688 West Adams, Room 124
Phoenix, Arizona 85007

Telephone: (602) 542-0962

Fax: (602) 542-5420

8. The time, place, and nature of the proceedings for the adoption. amendment, or repeal of the rule, or if no proceeding is
scheduled, where, when, and how persons may request an orval proceeding on the proposed rule:

Date: Tuesday, February 17, 1998
Time: 10 am.
Location: Arizona Department of Agriculture
1688 West Adams, Room 206
Phoenix, Arizona 85007
Nature: Public Hearing
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Written comments on the proposed niles or preliminary economic, small business, and consumer impact statement must be
received by 4 p.an., February 18, 1998, Persons with a disability may request a reasonable accommodation, such as a sign lan-
guage interpreter, by contacting the Department’s coordinator, Patrick Stevens, (602) 542-4316 {voice) or 1-800-367-3839
(TDD Relay). Requests should be made as early as possible to allow time to arrange the accommodation.

9,  Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:

None.

10. Incorporations by reference and their location in the rules:
None.

11. The foll text of the rules follows:

TITLE 3. AGRICULTURE

CHAPTER 4. DEPARTMENT OF AGRICULTURE
PLANT SERVICES DIVISION

ARTICLE 5. COLORED COTTON

Section
R3-4-2035; R3-4-501.Colored Cotton Production and Processing

ARTICLE 5, COLORED COTTON

R3-4-208.R3-4-501.Colored Cotton Production and Processing

A. Definitions. In addition to the definitions provided in AR.S.
§ 3-101 and A.A.C. R3-4-102, the following shall tgrms
apply to this sale Section:

1. “Certified” means having been inspected with a written
certificate of inspection issued by an inspector of the
Department.

2. “Colored cotton™ means any variety of cotion plants of
the Genus Gossypium which that produces fiber which
that is naturally any color other than white.

3.  “Cottonseed” means processed seed cotton that-will-be
used for propagation, erushed animal feed, crushed or
composted fertilizer, or oil,

4. “Composting” means_the process by which carbon-
hased materials are digested serobically or anaerobically

by microbial action.
4:5. “Delinting” means the process of yemeval-of using acid,
flame. or mechanical means to remove fiber whiek that

remains on cottonseed after ginnings-including—either

5.6, “Planting seed” means seed of a known variety pro-
duced for planting subsequent generations.

&7, “Seed cotton” means raw cotton containing seed and lint
whieh that has been harvested from a field, but has not
been ginned.

8. “White cotton” means any variety of the Genus Gossyp-
ium which that produces white fiber as preseribed gstab-
lished in 28 U.S.C. 401 through 451, the Official Cotton
Standards of the United States for the Color Grade of
American Upland Cotton, revised July 1, 1993; and Cot-
ton: Classification Results, revised July 1994. This mate-
rial; is incorporated herein by reference, does not
include any later amendments or editions of the incorpo-
rated matter, and is on file with the Office of the Secre-
tary of State.

B. Production requirements.

1. Adl-preducers A producer who intend intends to grow
colored cotton shall register in writing with the Depart-
ment,_The registration form shall be received neo-less
than at least 30 days prier-te beforg the cotton planting
dates for the applicable cultural cotton zene zones-—as
preseribed established in R3-4-204, Any producer grow-

Volume 4, Issue #3 Page 208

ing. colored cotton who does not register with the

Department shall be abated as established in AR.S. 8§

3:204 and 3-205, or assessed a civil penalty as estab-

lished in AR.S. § 3-205.02. The registration shall

include:

a. The name, address, telephone number, and signa-
ture of the producer;

b. The name, address, telephone number, and signa-
ture of the property owner;

¢. The name, address and telephone number of the
organization or company contracting for the pro-
duction of colored cotton or to whom the colored
cofton will be sold, if known;

d.  The total number of acres to be planted;

¢. The geographical location of the proposed fields by
county, section, township and range; and

f.  The name of the property owners, if known, adja-
cent to the field where colored cotton will be
grown.

Separation of white and colored cotton.

a. Fhe A colored cotton producer shall ensure that all
colored cotton is planted no less than 500 feet from
any white cotton field.

b. Al producers of white cotton saved for planting
seed shall have-eomplied comply with the Field
Standards;—as—set—forth in the Arizona Crop

Improvement Associztion’s Cotton Seed Certifica-
tion Standards i i

fieation-Standards, revised July 4992 1995, This
material is ere incorporated herein by reference,
does not include any later amendments or editions
of the incorporated matter, and is on file with the
Office of the Secretary of State. Fhese-standards-de
inchud . i it ey

incorporatod-matter:

White-cotton A producer shall not be-planted plant white
cotton on land on which colored cotton has been grown
until ese 1 or more irrigated nop-cotton erep crops ef
more-has have been produced on that land. If the non-
cotton crop is not grown during a traditional cotton
growing season, as preseribed esfablished by R3-4-
204(E), the field shall be pre-irrigated peier-te before
planting a white cotton crop.

The Department shail notify all farmess cotton produc-
ers of the colored cotton plant-back restrictions and of
the availability of location and acteage records of col-
ored cotion crops.
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5. The Department shall notify the Arizona Crop Improve-
ment Association of the registered colored cotton geo-
graphical locations ne-tess-than ot least 25 days prierto
before the cotton planting date for each cultuyral cotton
zone preseribed gstablished in R3-4-204,

C. Cotton apphances

ginner shall vse a cotfon appliance or gin to produce,
transport, or handle white cotton after the gin or appli-
ance has been used in the production, fransportation and
handling of colored cotton until the Department inspects
the cotton appliance or gin and finds it free of colored
cottonseed, seed cotton, fiber and gin trash. A cotton
producer, contractor, or ginner shall notify the Depart
ment at least 48 hours, excluding Sundays and legal hol-
idays, before an inspection is needed.

a2, Colored seed cotton, cottonseed, and fiber, and gin trash
cleaned from cotton equipment, shall be composted or
disposed of by the producer or ginner. as appropriate, on
the-property land where the gin trash has been disposed
and the land is menaged as specified in subsection
(BY(3): or in a landfill approved by the Department.
B Gﬁiefeé—eeﬁeﬂseeé&ad-ﬁbeﬂv{mmmhe—éﬁ—

2 3. The Department shall legibly mark Cetten cotton appli-
ances designated for exclusive use on colored cotion
crops shall-be-degibly-marked-by-the-Department.

D. Trapsportation. Except in gin vards. colored cottonseed or
colored seed_cotton transporied over public roads shall be
1otaliv enclosed or covered.

B:E, Gin requirements.

1. Fhe A gin owner or manager planning to process col-
ored cotton shall notify the Department, in writing, no
less than 30 days prierte before processing the colored
cotion.

2. The Department shall notify the Arizona Crop Improve-
ment Association of a gin owner’s or manager’s inten-
tion to process colored cotton within 10 days from the
receipt of the notification by the gin,

3. The A gin owner or manager processing colored cotton
shall not process white cotton until the gin has been
cleaned, and eertified inspected and found by the
Department to be free of cottonseed, seed cotton and
loose lint eotton as prescribed established in parapraph
subsection (C)(1).

4. If a gin processes colored seed cotton and white seed
cotton during the same season, unless the white cotton-

poses, the producer shall be-marketed market the white
cottonseed as erushed-animal feed, crushed or com-
posted fertilizer, or oil.

5. Eelored The ginner shall legibix mark colored seed cot-
ton kept in the gin-yard or gin buildings and shall beJeg-
ibly-mariced-and-iselated isolate the seed cotton at least
560 feet from white seed cotton or shal-be-enelosed
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enclose it with tse 2 foot high chicken wire or chain
link fencing.

Gin trash not disposed of as established in subsection
{C)(2) shall be shipped out of state, subiect to the
requirements of the receiving state and 7 CFR 301.52 et
seq., amended August 30, 1994, This material is incor-
porated by reference. does not include any later amend.
ments or editions of the incorporated matter, and is on
file with the Office of the Secretary of State.

The ginner shall bale or bag colored cotton fiher and

mark it as colored cotton.

éhﬂg-ef—wh&e—eeﬁ&a— No cotton groducer, contractgr, of  EF. Seed Requirements.

Fhe A producer or the contracting organization, set forth

in paragreph subsection (B)(1). saving colored cotton-

seed for propagative purposes shall legibly 1abel the col-

ored planting seed and shalf notify the Department of:

a. The quantity;

b.  The variety or color; and

¢. The location where the colored planting seed is
held or storeds;_and

d.  Whether any seed will be shipped out of state.

where—ﬂa&eet&m—rs—bemg—seﬁt-«fef»adekmmg- If the cotton
seed is being delinted in Arizona, the delinting facility
shall follow the requirements in Harvesting, Handling
and Tagging whieh that are included in the Cotion Seed
Certification Standards and have been incorporated by

reference in subperagraph subsection (BY(2)(b).

3, Nes-delinted The producer shall render non-vizble non-

gelinted (fuzzy) colored cottonseed not being used for
propagative purposes shall-be-rendered-non-vigble by
crushing or composting, Whole or cracked colored cot-
tonseed shall not be used as animal feed in Arizona hut

ay be shipped out of state. subject to the requirements

of the receiving state and 7 CFR 301.52 et seq,

white-planting-seed: Cotton producers shall not transport
unbagged white planting seed using vehicles or other
equipment previously wsed to transport whole or
cracked colored cottonseed until the Department certi-
fies that these vehicles and equipment are free of col-
ored cottonseed.

seed is retained by the plant breeder for research pur-  p.G. Advisory committee. The Director shall appoint an advisory

committee, pussuant-te under A.R.S. § 3-106, {o review col-
ored cotton peliey statutes and rules, inspection procedures,
and certification methods. The committee shall be appointed
for twe 2-year staggered terms and a member may be reap-
pointed ere for 1 additional term. The committee shall con-
sist of eme 1 representative from each of the following
categories:
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1. The Cotton Research and Protection Council;, 5. A colored cotton producer;,
2. 'The Arizona Crop Improvement Associations, 6. A ginner ginning colored cottons, and
3. ‘The Arizona Department of Agriculture;, 7. A contractor for the production of colored cotton.
4, The Arizona Cotton Growers Associations,
NOTICE OF PROPOSED RULEMAKING
TITLE 13. PUBLIC SAFETY
CHAPTER 3. DEPARTMENT OF PUBLIC SAFETY
TOW TRUCKS
PREAMBLE
1. Sections Affected Rulemaking Action

Article 1 Repeal

R13-3-101 Repeal

Article 2 Repeal

R13-3-201 Repeal

R13-3-202 Repeal

R13-3-203 Repeal

R13-3-204 Repeal

Article 3 Repeal

R13-3-301 Repeal

R13-3-302 Repeal

R13-3-303 Repeal

R13-3-304 Repeal

R13-3-305 Repeal

R13-3-306 Repeal

R13-3-307 Repeal

R13-3-308 Repeal

Article 4 Repeal

R13-3-401 Repeal

R13-3-402 Repeal

Article 5 Repeal

R13-3-501 Repeal

Article 6 Repeal

R13-3-601 Repeal

R13-3-602 Repeal

R13-3-603 Repeal

R13-3-604 Repeal

2.  The specific authority for the rulemaking, including both the authorizing statute({general) and the statutes the rules are

implementing (specific):
Authorizing statute: AR.S. § 28-1108(C)

Implementing statutes: A.R.S. § 28-11038

3. The pame and address of agency personnel with whom persons may communicate regarding the rulemaking;

Name: Lt K.F. Barton
Address: Special Services Region
2610 South 16th Street
or
P.0. Box 6638
Phoenix, Arizona 85005-6638
Telephone: (602) 223-2522
Fax: (602) 223-2508

4.,  An explanation of the rule, including the agency’s reasons for initiating the yule;
The Department of Public Safety is updating and reorganizing the rules regulating tow trucks. Except for minor changes in
1985, these rules have not been updated for 25 years. In the meantime, tow trucks, tow truck equipment and related safety stan-
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dards have changed significantly. With assistance from members of the Motor Vehicle Towing Advisory Council and other
interested parties, the Department is repealing the existing rules at 13 A.A.C. 3 and replacing them with new rules in a concur-
rent rulemaking.

A showing of zood cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of
authority of a political snbdivision of this state:
Not applicable,

The preliminary summary of the economic, small business. and consumer impact;
The Department of Public Safety is repealing its current rules and intends to concurrently adopt new rules that will improve
readability and make the rules easier to use. After a public comment period, the Department will complete its analysis of the
economic impacts and publish the results with the final rulemaking. Most businesses and motorists will benefit from the new
rulemaking.

The name and address of agency personnel with whom persens may commupicate regarding the accuracy of the economic,
small business and consumer impact statement:

Name: Lt K.F. Barton
Address: Special Services Region
P.O. Box 6638
Phoenix, Arizona 85005-6638
Telephone: {602) 223-2522
Fax: {602) 223-2508

The time, place, and nature of the proceedings for the adoption, amendment, or repeal of the rule or, if no proceeding is

scheduled, where, when, and how persons mayv request an oral proceeding on the propoesed rule:

Not applicable.

Not applicable.
11, The full text of the rules follows:

10. Incorperations by reference and their location in the rules:

No oral proceedings or public hearings on the repeal of these rules are scheduled. The Department will schedule a public hearing
on the proposed rules if a written request for the hearing is submitted to the agency representative listed in question #3 by at
least 5 persons. Written comments on the proposed rules or preliminary economic, small business, and consumer impact state-
ment may be submitted to the address listed in question #3 by no later than 5 p.m., February 27,1998,

9. Any other matters prescribed by statufe that are applicable to the specific agency or to any specific rule or elass of rules:

TITLE 13. PUBLIC SAFETY

CHAPTER 3. DEPARTMENT OF PUBLIC SAFETY
TOW TRUCKS

ARTICLE 1. GENERAL-FROVISIONS REPEALED

ARTICLE 4. FOW-FRUCK-EQUIRMENT-
SPECIFICATIONS REPEALED

Section
R13-3-101. Definitions Repealed Section o )

ARTICLE 2. FOW-FRUCK-PERMITS REPEALED R13-3-401. W“%W‘*%WM
Section R13-3-402, oWw-bnek-componenis-mn coad-0oer
R13-3-201.  Permitrequired Repealed eondition Repealed
R13-3-202. Permitapplication Repedled QUALIFICATIONS ORTOW-TRUCK-
R13-3-203. Isspection-by-the-Deparment Repealed ARTICLE S'M REPFALED
RI3-3-204.  Permitsuspension-and-appheation-refusel Repealed RARALED

Section
. FOWIRUCK-SPECHICATIONS Chautfours i il 1y led cred

ARTICLE 3 REPEALED R13-3-501. . !
Section Repealed
R13-3-301. Capasitic ARTICLE 6, ENEORCEMENT-OE-RULES-AND-
RI3-3-302.  Few-iruckload-limitations Repealed REFEALED
R13-3-303. Prohibition-efunautherized-operation Repealed Section
R13-3-304. Lightduty-tow-iruels Repealed R13-3-601. Revoeatien-or-suspensien-ofpermit Repealed
R13-3-305. Medivm-duty-tow-trueks Repealed RI3-3-602. Grounds-forsuspension-ofpermit Repealed
R13-3-306. Heevwy-dutrtew-trueles Repealed R13.3-603. Groundsforrevecation-efpermit Repealed
R13-3-307. ElassXtow-trueks Repealed R13-3-604. Appesls-fromtow-tucleenforcement-action
R13-3-308. Serviee-tracks Repealed Repealed
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ARTICLE 1. GENERAL-PROVISIONS REPEALED D: H-at-nay-time-a-tew-truek-is-seldteased-or-othervwise-dis-
;:"i?-" & = & Fe 337 ":"‘ L3Le E'%:."’:"‘" o
R13-3-101. Definitiens il S

Soal RS 3

Repealed

R

R13-3-204,
Repealed

ARTICLE 3. FOW-FRUCK-SPECIFICATIONS REPFALED

R13-3-301, Gapacities-and-specifieations—of-towingequip-
ment Repealed
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ARTICLE 4. TOW-TRUCK-EQUIPMENT-
SPECHICATIONS REPEALED

R13-3-401. Generaltew-frucklishiing-and-equipment
Repealed
A OW—irHe

RO PP P

&

¥

R13-3-307. Elass-“Xtovw-trueks Repealed

b e-mini Senti " hLiad
medivmror-hesvy-duty-elasses:
Eaui rod-is-tk ined-in-RI3-3-40KE)

¥

3 £l £l £l *

R13-3-308. Sesvicetrucks Repealed
Az Service-trucks{Class-Syshall-net-be-used-for-accidont-recev-
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ARTICLE 6. ENFORCEMENT-OF-RULES-AND-

REGULATIONS REPEALED
, : X ] R13-3-601. Revocation-or-guspension-of-permit Repealed
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NOTICE OF PROPOSED RULEMAKING

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER 4. CORPORATION COMMISSION-SECURITIES

REAMBLE
Sections Affected Rulemaking Action
R14-4-142 New Section

The specific authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are

implementing (specific):
Constitutional authority: Arizona Constitution, Article XV §§ 4, 6, and 13

Authorizing statute: AR.S. § 44-1821(A)
Implementing statute: A.R.S. § 44-1845(A)

The name and address of agency personnel with whem persons may communicate regarding the rulemaking:

Name: Brian 1. Schulman, Associate General Counsel
Address; Arizona Corporation Comimission, Securities Division
1300 West Washington, 3rd Floor

Phoenix, Arizona 85007
Telephone: (602) 542-4242
Fax: {602) 594-7470

An explanation of the rule, including the agency’s veasons for initiating the rutes
Proposed rule R14-4-142 (the “Rule”) provides an exemption from the registration requirements of A.R.S. §§ 44-1841 and 44-
1842 and the notice requirements of A.R.S. § 44-3321. The Rule allows issuers who do not intend to sell securities in Arizona to
offer the securities for sale on the Internet, provided certain conditions are met.

The Rule is inapplicable to Internet offerings from Arizona. Itis intended only to provide an exemption for those issuers outside
of Arizona who have no intention of making an offer or sale to persons in Arizona at the time of their offering,

For an issuer to take advantage of the Rule, the Internet offer for sale must prominently and conspicuously indicate on the cover
page of any offering document and on any subscription agreement documnent that the securities are not being offered to persons
in Arizona, or list the states, other than Arizona, where the securities are being offered. No other offer for sale may be directed
specifically to any person in Arizona by, or on behalf of, the issuer. Furthermore, the issuer is precluded from making a sale in
Arizona as a direct or indirect result of the Internet offer for sale.

An issuer who relies upon the Rule may subsequently offer and sell securities in Arizona pursuant to, and in compliance with, &.
valid exemption from registration, by filing a regiswation statement pursuant to AR.S. §§ 44-1871, 44-1891, 44-1901, or 44~
1902, or by filing a notice pursuant to A.R.8. § 44-3321. Where 2 registration statemment is required, the issuer may not make a
sale of seourities in Atizona until 30 days after the filing of the registration statement or the effective date of the registration
statement, whichever is later.

If an offer for sale on the Internet fails to comply with the conditions of the Rute, it may be an unregistered, unlawful offer for
sale. Civil and administrative penalties may attach under the Securities Act of Arizona.
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The purpose of the Rule is 10 permit capital formation by allowing issuers the opportunity to use more advanced methods of
communication to raise capital, The Rule allows issuers who do not intend to offer securities in Arizona to access capital mar-
kets by offering the securities for sale on the Internet without imposing otherwise applicable Arizona registration requirements.

5, A showing of good cause why the rule js necessary to promote a statewide interest if the rute will diminjsh a previous grant of
authority of a pelitical subdivision of this state:
The Rule is desirable to assist businesses in capital formation in a manner that does not impose unnecessary expense. An Infer-
net communication is directed generaily to anyone who is able to access it. It is not necessary or appropriate to require the regis-
tration of securities that will be offered by an issuer on the Internet, but not offered in Arizona. It would constitute an undue
hardship on many legitimate securities issuers who do not intend to offer or sell securities in Arizona if they are required to reg-
ister ali offerings placed on the Internet with the Arizona Securities Division.

Securities offered for sale on the Internet may be sold in Arizona only if the issuer properly registers or notices the securities
prior to the sale, or relies on, and complies with, another exemption availzble under the Arizona Securities Act. Thus, the risk of
harm to the general investing public in Arizona is very limited. The significant statewide interest in promoting capital formation
for businesses should be advanced without any significant loss of authority to the Commission.

6. The preliminary summary of the economic, small business and consumer impact:
Pursuant to A.R.S. § 41-1055(D)(3), the agency is exempt from providing an economic, small business, and consumer impact
statement.

7. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the economic,
small business, and consumer impact statement:
Not applicable.

8. The time. place, and nature of the proceedings for the adoption. amendment, or repeal of the rule or, if no proceeding is
scheduled, where. when, and how persons may request an oral proceeding on the proposed rule:

Date: March 3, 1998

Time: 10 a.m.

Location: Arizona Corporation Commission
1200 West Washington Avenue
Phoenix, Arizona 85007

Nature: Oral Proceeding

Close of Record:  Open meeting of the Arizona Corporation Commission at which the Commission takes a final action with
respect to the adoption of the Rule.

Prior to the oral proceeding, any person may submit written cormments to the person listed in question #3.

9.  Any other matters prescribed by statute that are applieable to the specific agency or to any specific rule or class of rules:
None.

10. Incerperations by reference and their loeation in the rules:
None,

¥, The full text of the rules follows:

TITLE 14, PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER 4. CORPORATION COMMISSION - SECURITIES

ARTICLE 1. IN GENERAL RELATING TO THE B. An offer for sale of securities placed on the Internet by, or on
ARIZONA SECURITIES ACT behalf of, an issuer, involvine securities that will not be sold
in_Arizona pursuant to the Internet offer, shall be exempt
Section from the provisions of AR.S. §8§ 44-1841 and 44-3321, and
R14-4.1472. ecurities offerines on the Internet th eror of such securities shall be exempt from A.R.S,
44-1842 provided that:
ARTICLE L IN GENERAL RELATING TO THE 1. The Internet offer for sale prominently and conspicu-
ARIZONA SECURITIES ACT ously indicates on the cover page of any offering docu.
. ment and on any subseription agreement document (2)
R14-4-142.  Securities offerings on the Infernet. that the securities ars not being_offered to persons in
A. Scope of Section. This section anplies to any offer for sale of Arizona, or (b} in which specific states, other than Ari-
securities placed on the Internet,_except for those offers for Zona, the securities are being offered;
sale from Arizona. As used in this section, the term “Internet” 2. The offer for sale is not otherwise specifically directed
is to be construed liberally to include all oroprietary or com- to anv person in Arizona by, or on behalf of the issuer:
mon carrier electronic systems. or similar media, and
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3. Nosales of the issuer’s securities are made in Arizonaas 1901 or 44-1902, or by filing a notice pursuant to AR.S. §
a direct or indirect result of the Internet offer for sale. 44-3321. Where a registration_statement is required, the

Any issuer who places an offer for sale of securitigs on the

Internet _in_accordance with this section may subsequently
offer and sell such gecurities to persons in Arizona pursuant

issuer shall pot make a sale of such securities to a person in
Arizona until 30 days after the filing of the registration state-

to a valid exemption from registration, or by filing a registra- ment_or_the effective date of the registration statement,
tion statement pursuant to AR.S. §§ 44-1871, 44-1891, 44- whichever is later,

NOTICE OF PROPOSED RULEMAKING

TITLE 20. COMMERCE, BANKING, AND INSURANCE

CHAPTER 6. DEPARTMENT OF INSURANCE

PREAMEBLE
Sections Affected Rulemaking Action
R20-6-114 Amend
R20-6-115 Amend
R20-6-15% Repeal

The specific_ apthority for the rulemaking. includin both the authorizing statute (general) and the statute the rules are

implementing {specific):
Authorizing statute; AR.S. § 20-142

Implementing statute: A.R.S. §§ 41-1062 and 41-1092.09

The name and address of agency persounel with whom persons may communicate regarding the rulemaking:

Name: Gireg Harris

Address: Arizona Department of Insurance
2910 North 44th Street, Suite 210
Phoenix, Arizona 85018

Telephone: (602) 912-8456

Fax: (602) 912-8452

An explanation of the rule, including the apency’s reasons for initiating the rule:
The rule is duplicative and, therefore, needs to be repealed to prevent confusion concerning the rehearing or review of an order
of the Director. However, 2 provisions of the current R20-6-159 should be retained, and thus, will be added to R20-6-114 and
R20-6-113. -

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previgus grant of
anthority of a political subdivision of this state:
Not applicable.

The preliminary summary of the economic, small business, and consnmer impact:
Not applicable.

The name and_address of agency personnel with whom persons may communicate regarding the sccuracy of the economic,
small business, and consumer impact statement:

Name: Greg Harrig

Addrass: Arizona Department of Insurance
2910 North 44th Street, Suite 210
Phoenix, Arizonz 85018

Telephone: (602) 912-8456

Fax: {602) 912-8452

The time, place, and nature of the proceeding for the admission, amendment, or repeal of the rule, or if no proceeding is
scheduled, where, when, and how persons may request an oral proceeding on the proposed rule:
Date: February 26, 1998

Time: 2pm.
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Location: Arizona Department of Insurance
2910 Notth 44th Street, Suite 210
Phoenix, Arizona 85018

Nature:

Oral proceeding for amendment and repeal of the rules. The Department will accept written comments

which are received by 5 p.m. on February 26, 1998, or postmarked no later than that date.
Any other matters, preseribed by statute, that are applicable fo the specific agency or to any specific rule or class of rules:

Not applicable,

Not applicable,

11. The full text of the rules follow:

TITLE 20. COMMERCE, BANKING, AND INSURANCE
CHAPTER 6. DEPARTMENT OF INSURANCE

ARTICLE 1. HEARING PROCEDURES

Section
R20-6-114.  Request for Rehearing or Review
R20-6-115. Response to Request for Rehearing
R20-6-159. Reheoring-orreview-of wn-Order-of-the-Direetor
Repealed
ARTICLE 1. HEARING PROCEDURES
R20-6-114. Request for Rehearing or Review
A. Within 30 days after service of the Dirsctor’s order on the

January 16, 1998

hearing, any aggrieved party may request a rehearing or

review of the order. Such a request shall be in writing and

shall be served upon the Director as provided by R20-6-103,
and a copy shall be served upon all other parties to the
hearing, including the Attorney General if the Attomey

General is not the party filing the request.

A request for rehearing or review shall be based upon 1 or

more of the following grounds which have materially

affected the nghts of a party:

1. Irregularity in the hearing proceedings, or any order or
abuse of discretion whereby the party secking rehearing
or review was deprived of a fair hearing;

2. Misconduct by the Director, the hearing officer or any
party to the hearing;

3. Accident or surprise which could not have been
prevented by ordinary prudence;

4. Newly discovered material evidence which could not
have been discovered with reasonable diligence and
produced at the hearing;

5. Excessive or insufficient sanctions or penalties imposed;

6.  Error in the admission or rejection of evidence, or errors
of law occurring at the hearing or during the course of
the hearing;

7. Bias or prejudice of the Director or hearing officer;

8. That the order, decision, or findings of fact are not
Justified by the evidence or are contrary to law.

Each A request for rehearing or review shall specify which of

the grounds listed in subsection (B) it is based upon and shall

set forth specific facts and laws in support of the request.

Each A request may cite relevant portions of testimony from

the hearing by referring to the pages or lines of the reporter’s

transeript of the hearing and may cite hearing exhibits by
reference to the exhibit number,

Each request for rehearing shall specify the relief sought by

the request, such as a different finding of fact, conclusion of

law or order. A request for rehearing or review may seek
multiple forms of relief in the alternative,

E.

R20-6-115.

A,

R20-6-159.

When a request for rehearing is based upon affidavits, they
shall be attached to and filed with the request unless leave for
later filing of affidavits is granted by the Director or hearing
officer. Such-leave Leave may be granted ex parte.

All requests for rehearing or review of the Director’s order on
the hearing which are not timely made shall be deemed to be
waived for the purpese of judicial review., A party whe fails
to request rehearing or review of the Director’s order on the
hearing shall thereafer be barred from raising such a ¢laim in
any proceeding in which the Director, the hearing officer or
the Department of Insurance is a party, except as otherwise
required by law,

A party may file a written request for a stay of the Director’s
decision. An order entered by the Director shall not be staved
by the filling of a stay request or a request for a rehearing or

review. The Director may stay an order pending the
resolution of a request for rehearing or review or when justice
requires.

Response to Request for Rehearing

Each party served with a request for rehearing pursuant to
R20-6-114 shall be permitted to file a response within 45 5
days after service. This response shall be designated as a
“response to request for rehearing or review” and shall be in
writing. Affidavits may be attached to and filed with the
response and shall not be filed thereafter unless leave for later
filing of affidavits is granted by the hearing officer or
Director. Sueh-lenve Leave may be granted ex parte. The
original response shall be filed with the Department as
provided in R20-6-103, and 1 copy shall be served upon all
other parties to the hearing, including the Attorney General if
the Attorney General is not the party filing the response.

m&&aﬁve— The hea.rang oﬂ' icer or Dtrector has the dwscretxon tg
convene a hearing or hear oral argument to consider a request
forrehearing,
Reohenss Revi £ Ord £ &

Direetor Repealed
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